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I n  t h e  Matter  o f :  

AN ADJUSTMENT OF RATES OF 1 
CONFEDERATE ACRES SANITAWY ) CASE NO. 8719 
SEWER AND DRAINAGE SYSTEM, INC. ) 

O R D E R  

On O c t o b e r  29,  1982, C o n f e d e r a t e  Acres S a n i t a r y  S c w e r  and D r a l n a g c  

Sys tem,  I n c .  , (“Confederate  A c r e s ” )  f i l e d  i t s  n o t i c e  w i t h  t h e  Commission 

wherein  i t  proposed t o  i n c r e a s e  I ts  rate f o r  sewer service r e n d e r e d  on and 

after Dcccrnber 1 ,  1982. T h e  p r o p o s e d  ratc would produce a n  jncrcase i n  

gross annual revenues  of a p p r o x i m a t e l y  $31 ,105 ,  or 7 7  p e r c e n t  above  tes t  

p e r i o d  rcvCnues.  Ln t h i s  O r d e r  t h e  Commission hns allowcd a re te  to 

produce a n  i n c r e a s e  i n  r c v c n u c s  of $12,947. 

The Commission suspcndcd  t h e  proposed r n t c  f o r  5 months a f t e r  

December 1,  1982, a n d  h c l d  a public h c a r l n ) :  on January 2 7 ,  1983. The 

Consumer Protection Dlvis ion  of t h e  Attorney C c n e r a l ’ s  Officc! (“AG“) was 

permi t ted  to i n t e r v e n e  and p a r t i c i p a t e  i n  t h e  p u b l i c  h e a r i n g .  F u r t h e r ,  t h e  

Commission allowcd Nr. Paul  I l o l l i g r r ,  a c u s t o m e r  of C o n f e d e r a t e  Acres, to 

makc 11 mtatcmc*nt for  t l i c .  rc.rorcl cinrl t.o f l  141 I I  pc-t i r  t o r i  on ) w l i n l f  of ncvc*rr i I  

of the cus tomers  of C o n f e d e r a t e  Acres .  

On February 10, 1983, Confc.dt?retc. Acrcs f f  led a mcmarandum s c t t l n g  

out i t s  p o s j t i o n  on c e r t a i n  lssuce j n  t lw c a w .  The AC; f i l e d  R r e p l y  to 

C o n f e d c r a t c  Acres’  memorandum on Fel>riiary 22, 1983. A I  1 i n f o r m a t i o n  

rcqticstcd liae hccn srihmi t t c d  . 



TEST PERIOU 

C o n f e d e r a t e  Acres p r o p o s e d  and thc Cornmi a a i a n  1 1 ~ ~  a c c e p t e d  t h e  

12-month p e r i o d  e n d i n g  J u l y  31 ,  1982, as t h e  test  p e r i o d  i n  t h i s  case. 

REVENUES AND EXPENSES 

C o n f e d e r a t e  Acres proposed s e v e r a l  p r o  forma a d j u s t m e n t s  t o  i t s  

actual  test p e r i o d  o p e r a t i n g  rcvcnuvn and c x p c n s c e .  The CommlRaion f i n d o  

t h e s e  a d j u s t m e n t s  r c a s o n n b l e  and h a s  a c c e p t e d  t l i c m  for ra tc -making  p u r p o s e s  

with t h e  fol lowing e x c e p t i o n s :  

Management F c c  

C o n f e d e r a t e  Acres' tes t  p e r i o d  e x p e n s e s  j n c l u d e d  $4,000 c o m p e n s a t i o n  

for management s e r v i c e s .  A 1 1  r o u t i n e  m a i n t e n a n c e  o p e r a t i o n s  are p e r f o r m e d  

by L o y i e  A l l e n  D e v e l o p e r s  and  B u i l d e r s ,  I n c . ,  ( " A I  l e n  D c v c l o p e r s " )  and a l l  

b i l l i n g  and col lect ion is p c r f o r m c d  by the L o u i a v i I l c  Watcr Company. Thus,  

the f u n c t i o n s  pcr formed by C o n f c d e r a t e  Acres' management are l i m i t e d  t o  

p e r t - t l m c  a d r n i n i a t t a t i v c  d u t i e s .  

I n  its O r d e r  e n t e r e d  J u n e  6 ,  1979,  i n  C o n f c d e r a t c  Acres' l a s t  r a t e  

case, t h e  Commission a l l o w e d  a management fee of $1,800.' C o n f e d e r a t e  

Acres h a s  not p r e s e n t e d  any proof i n  t h i s  case t h a t  management 's  d u t i e s  

have changcd s l n c c  t h e  l a s t  case. T h e r e f o r e ,  b a s e d  on i t s  e x p e r i e n c e  with 

other s l m i l a r l y - o p c t a t c d  s e w e r  u t i l i t i c s ,  and  w i t h  no f u r t h e r  proof 

mubmittcd by C o n f c d c r a t e  Acres rcgardfnp:  any chanRc I n  manaEpment's d u t i e s ,  

t h e  Commlselnn f f i  of t l w  o p l n l o n  thnt $ /+ ,Of ) [ )  f o r  rnnnnfic*mc-nt wrvict-n i~ 

e x c e s s i v e  and  s h o u l d  be r e d u c c d  t o  p. more r e a s o n a b l e  l c v c l  of $2,400, which 

rcflccte t h r  a p p r o x i r n s t p  chilngc Jn i n f l n t j o n  Rincc  June 1979 AR menelired by 

the Consumer P r i c c  I n d e x  ("CPI"). 2 
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R o u t i n e  M a i n t e n a n c e  S e r v i c e  F e e  

The Commission h a s  r e d u c e d  t h e  p r o  forma r o u t i n e  m a i n t e n a n c e  s e r v i c e  

f e e  of $9,600 p e r  y e a r  t o  t h e  a c t u a l  test p e r i o d  tbxpcnse of $8,100. Thcl 

$1,500 ndjuRtrnmt  propoac-d hy C o n f v d c r n t c  hcrcn wnu h a s ~ d  on n b id  of  $800 

p e r  month s u b m i t t e d  by A n d r i o t  Davidson S e r v i c e  Company t o  p e r f o r m  tliis 

s e r v i c e .  M r .  Loyic A l l e n ,  p r e s i d e n t  and omrr of C o n f c d c r a t c  Acres, 

t e s t i f i e d  t h a t  h e  had not  a c c e p t e d  t h e  b i d  f rom A n d r i o t  D a v i d ~ o n , ~  and t h u 6  

t h e  proposed  a d j u s t m e n t  is n o t  known and m e a s u r a b l e  a t  t h i s  t i m e .  

R e p a i r s  

An a n n l y e i t i  of l n d i v i d u n l  invoicee of tcrct period rcpnir expcneeR of 

$5,722 showed t h a t  d u r i n g  t h e  t e s t  p e r i o d  C o n f e d c r n t c  Acres made major 

improvements  which  e x t e n d e d  t h e  l i f e  of i ts  sewer p l a n t .  C o n f e d c r a t e  Acres 

rcplaecd a 7-1/2 HP submersible pump f o r  $1 ,395 ,  r c p l ~ c c d  a c o m i n u t p r  for 

$880, and r e p l a c e d  a t oo t s  r o t a r y  lobe blower f o r  S 1 , 1 1 7 . 4  The C o r n m i s s i o n  

c o n s i d e r s  t h e s e  r e p l a c e m e n t s  t o  be c a p t t a l  i t e m s  and has t h e r e f o r c  r c d u c c d  

r e p a i r  e x p e n s e s  accordingly. 

D e p t c c i  8 t i on  Expense 

T h e  Commission h n s  i n c r e a s e d  t es t  period d e p r e c i a t i o n  e x p e n s e  by 

$ I . 1 3 1 5  to allow dcprcciation on the capital items c.xr1trded from repa ir  

expenace d ~ m c t j  bcd nbovc. T h l u  a d j u s t m e n t  r ~ f l e c t s  an e x p e c t e d  u s e f u l  l i f e  

of 3 y ~ a r ' ~ ) .  

F u r t h e r ,  i n  i t s  a n a l y s i s  of C o n f e d c r a t e  A c r e s '  d e p r e c i a t i o n  e c h c d u l e  

for t h e  test  p e r i o d ,  t h e  CommleRlon found t h a t  C o n f e d c r a t e  Acrca  had uscd 

t h e  s t r a i g h t  l i n e  r c m a i n l n g - l i f e  d c p r c c i a t i o n  method t o  computa 1 t u  

d e p r e c i a t i o n  e x p e n s e  f o r  both book and t a x  p u r p o ~ e s . ~  Remfi ln ing- l i fe  is an  
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a c c e l e r a t e d  method of d e p r e c i a t i o n  r c c o w r y  which  r c s u l t s  i n  p;rcRtcr 

amounts  of d e p r e c i a t i o n  being c h a r g e d  i n  t h e  ea r l ie r  y e a r s  o f  a n  asset's 

useful l i f e  w i t h  a c o r o l l a r y  r e d u c t i o n  i n  income tax l i a b i l i t i e s .  From a n  

a n a l y s i s  of C o n f e d e r a t e  Acrcs' past  r e c o r d s ,  i t  a p p e a r s  t h a t  r e m a i n i n g - l i f e  

h a s  been  c o n s i s t e n t l y  u s e d  f o r  b o t h  book and t a x  purposes and t h a t  income 

tax e x p e n s e  has been  r e c o r d e d  as the actual liability w h i c h  has e f f e c t i v e l y  

f lowed t h r o u g h  the b e n e f i t s  of tax  d e p r e c i a t i o n  c h a r g e s  to t h e  r a t e p a y e r s .  

Under t h c  Unl form SyRtcm o f  Accorinte for S f w r  Ut  11 ! t f t * ~  adopt cd hy 

this Commission, d e p r e c i a t i o n  s h o u l d  he r e c o r d e d  on t h e  s t r a j g h t  line 

w h o l e - l i f e  basis for book purposes. S i n c e  d e p r e c i a t i o n  and t a x  expense in 

the p a s t  have heen  c a l c u l a t e d  on t h e  same b a s i s ,  t h e  r a t e p a y e r s  h a w  n o t  

been affected and t h e  Commission w i l l  n o t  reqiilrc r e t r o a c t i v e  adjustments 

to C o n f e d e r a t e  Acres' books of a c c o u n t .  However, t h c  Commission h a s  i n  

t h i s  Order i n c r c a s c d  C o n f c d c r e t c  ACTCB'  dcpreciation c x p c n s c  by $3,593 t o  
7 

reflect t h e  p r o p e r  amount t o  be r e c o r d e d  under the w h o l e - l i f e  method and  i n  

a f u r t h e r  a d j u s t m e n t  has c o r r e s p o n d l n E l y  r e d u c e d  t a x a b l e  income by t h i s  

amount. Confederate Acres s h o u l d ,  in future f i n s n c i e l  reports f o r  book 

p u r p o s e s ,  a d o p t  t h c  s t r a i g h t  l i n e  w h o l e - l i f e  method of d c p r e c i a t l o n .  

E x c e s s  P l a n t  C a p a c i t y  A d j u s t m e n t  

The Commission h a s  made a n  a d j u s t m e n t  t o  reduce C o n f e d e r a t e  Acres' 

expenses by $2,601 r e l a t e d  t o  excess c a p a c i t y  i n  the sewer s y s t e m .  8 

Testimony was i n t r o d u c e d  i n  t h e  record by Mr. Allcn t h a t  d e s c r j h c d  

treatment p l a n t  and co l lcc t ion  lines durjng t h e  period from October 1972 

through Octohcr 1977 which  totaled $61 ,930.9 These  a d d i t i o n s  were mode 
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# 

w i t h  t h e  expectation of serv ing  a d d l t i o n f ~ l  c u s t o m e r s  from t h c  sale of lots 

Q W W ~  hy A l l e n  D c v c l o p c r a ,  w h i c h  h a s  n o t  o c c u r r e d .  Thc* cost  of t h e s c  

a d d i t i o n s  is f u r t h e r  documented by t h e  d c p r e c i a t i o n  schcr lu lc .  

T h e  Commission f i n d s  t h a t  i t  i s  u n f a i r  t o  r e q u i r e  t h e  p r e s e n t  users 

of t h e  s y s t e m  t o  pay t h c  t o t a l  cos t  of t h i s  excess c a p a c i t y .  However. t h e  

Commission a l so  r c c o g n i z e s  t h a t  i t  may be some t i m e  before t h e  f i n a n c i a l  

burden t o  thc owners is a l l e v i a t e d  a n d ,  i n  the meant ime,  t h e  p l a n t  must be 

o p c r e t c d  i n  s s a t i s f a c t o r y  mnnncr. Thcreforc? , t h c  Commission t ias d e c i d e d  

i n  f a i r n e s s  t o  a l l  p a r t i e s  c o n c e r n e d  t h a t  t h c  costs  a s s o c i a t e d  w i t h  t h e  

exccss c a p a c i t y  s h o u l d  bc s h a r e d  e q u a l l y  by t h c  owners  and t h e  r a t e p a y e r s .  

Judgment  E x p e n s e s  

C o n f e d e r a t e  Acres proposed to i n c l u d e  $11 ,258  i n  i t s  t e a t  p c r i o d  

o p e r a t i n g  e x p e n s e s  for t h e  cos ts  associated w i t h  a judgment  of $18,036 

a g a i n s t  i t  p l u s  a l l  r e l a t e d  expenses of t h e  l a w s L i t  i n c l u d i n g  a c c r u e d  

I n t e r e s t  and legal fsce of $15,739 a m o r t i z e d  over a 3-year  p e r i o d .  The  

lawsuit was f i l e d  i n  Jefferson Cfrcuit Court by scvc?rel customers of 

Confederate Acrvs  a g . a l n s t  t h e  Mctropolj t n n  Srvcr Il lstr ict .  Hal l  

C o n s t r u c t i o n  Company and C o n f e d e r a t o  Acres and i n v o l v e d  p r o p e r t y  damagcs 

r e s u l t i n g  from t h e  back-up o f  w a t e r  i n  t h e  h o u s e s  of the people who f i l e d  

s u i t .  T h c  j u r y  found C o n f e d e r a t e  Acres ncgl1p;cnt  and t h u s  l i a b l e  for a 

p o r t i o n  of t h e  t o t a l  clamnflcs awarded of npproxi rnotc ly  $ 1  30,000. 

I n  the  trcilrinl: held Jnnr inry  2 7 ,  1983,  i n  t l i f r .  casc,  C o n f c d c r n t e  

A c r e s  w a s  a d v i s e d  o f  the Commission 's  p o l i c y  r e g a r d i n g  t h e  d i s a l l o w a n c e  of 

J u d p n t m  and r o l r i t . ~ d  rxpc.nscn f o r  rntr-rnnkiii1: Iriirpr)twH. I n  both Mnuntnjn 

U t i l i t l c s ,  Inc. , ("Mountain")  Cane No. 8 4 2 5 ,  and h l o n  1, Ight .  Iloat and 
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Power Company. Case No. 8373, t h e  Comnission h e l d  t h a t  e x t r a o r d i n a r y  

expenses due to n c g l l g e n c e  on the part of t h c  u t j l i t y  s h o u l d  hc t h e  

s t o c k h o l d e r s '  r e s p o n s i b i l i t y  and  n o t  t h a t  of t h e  ra tepayers .  

C o n f c d c r a t c  Acre6 was u n f a m i l i a r  with t h e  Commission 's  p o l i c y  a t  t h c  

t i m e  of thp h e a r i n g  and was t h u s  p c r m i t t c d  t o  f i l e  a memorandum r e g a r d i n g  

its o p i n i o n  on t h i s  i s s u e .  T h e  AC. morcovcr  filed R reply  memorandurn. 

C o n f e d c r a t e  Acres I n  i t s  memorandum advanced s e v e r a l  arguments which 

ehould hc addressed h e r e i n .  First, C o n f e d c r a t e  Acres s t a t e s  t h a t  t h e  

judgment  i n  t h i s  case can be distinguished f r o m  t h e  MountaIn C ~ U C  f n  t h a t  

t h e  damages In thc prcscnt case, which  followed an u n u s u a l l y  heavy downpour 

of r a i n ,  were c a u s e d  by on Act of God and can be d l s t i n g u i s h c d  from a  AS 

e x p l o s i o n .  The Commission is n o t  in a p o s i t i o n  t o  d i s a g r e e  w i t h  t h e  j u r y  

in t h e  C o n f e d e r a t e  Acres lawsuit which found C o n f c d c r a t c  Acrcs t o  be 

n e g l i g e n t .  T h u s ,  I n  t h e  Commission's o p i n i o n  t h e r e  e x l s t a  no d i f f e r e n c e  i n  

the circumstances. 

Second C o n f e d c r a t e  A c r c s  s t a t e8  t h a t  i n  t h c o r y  a c c i d c n t s  will 

tiappcn, arc to bc expcctcd and s11ot1ld hc t r ea t ed  as  R n  c x p c n s c  of doing 

b u s i n e s s .  C o n f e d e r a t e  Acrcs f u r t h e r  s ta tes  t h a t  t h e  Commission allows 

o t h c r  u t i l i t i e s  e i t h e r  l i a b i l i t y  i n s u r a n c e  o r  other e x p e n s e s  for i n j u r i e c  

and damages. It I R  C o n f e d c r a t c  Acrem' c l a i m  t h a t  s i n c c  t h c  Commleslon 

a l l o w s  l i a b i l i t y  i n s u r a n c e  c x p e n s c s ,  i t  s h o u l d  allow a m o r t i z a t i o n  of Rn 

a c t u a l  l i a b i l l  t y  I n c u r r e d  wlicn no i n s u r a n c e  premiums have bccn i n c l u d c d  i n  

rates. Moreover .  C o n f e d e r a t e  Acres' asserts  t h a t ,  
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The Commission would havc i n c l u d e d  the cos t  of i n s u r a n c e  premiums i n  

t h e  r a t e s  had C o n f e d e r a t e  Acrcs been  e x p e n d i n g  r c a s o n a h l c  amounts  f o r  s a j d  

i n s u r a n c e .  Nowcvcr,  C o n f e d e r a t e  Acres d i d  not havc  l i a b i l i t y  i n s u r a n c c  

coverage and has n o t  p r o v i d e d  p r o o f  of t h e  a n n u a l  cost  of a r c a s o n e h l e  

l eve l  of l i a b i l i  ty i n s u t a n c c .  F u r t h e r  , u n d c r  proper  management,  

C o n f e d c r a t e  Acres c o u l d  have  p r o v i d e d  sel f - f n s u r a n c e  f o r  t h i s  l i a b i l i t y  by 

s e t t i n g  a s i d e  a r e a s o n a b l e  r e s e r v e  for i n j u r i e s  and damages i n  Account  262, 

a s  p r o v i d e d  i n  t h e  Uniform S y s t e m  of  Accollnts for Sewer U t i l i t i e s .  The 

Commission would havc also a c c c p t r d  r e a s o n a b l e  s r l f - i n s u r a n c e  c h a r g e s  i n  

past cases for rote-making purposes. I lowcvcr ,  n o  si ich p t o v l s j o n  WAR madc 

n o r  was a r c a s o n a b l r :  lrvcl ever dctcrrnincd.  It i s ,  t h e r e f o r e ,  thc 

Commission 's  position t h a t  t h e  s t o c k h o l d c r s  and management of C o n f e d e r a t e  

Acres i g n o r e d  p o t e n t i a l  r i s k s o f  a c c i d e n t  and s h o u l d  not  hc compensa ted  f o r  

their l a c k  of foresight a t  t h e  r a t e p a y e r s '  e x p e n s e .  I n  its next  r a t e  case 

f i l l n g ,  C o n f e d c r a t c  Acres may a p p l y  f o r  r a t e s  t o  cover c i t h r r  I i a h i l S t y  

insurance premiums or reasonable s e l f - i n s u r a n c e  charges. 

The Commission c a r e f u l l y  rcvicws the expenses of major u t i l i t i e s  i n  

t h e i r  rate case f i l i n g s .  T h e r e  is no d i f f e r e n c e  i n  t h e  Commission 's  p o l i c y  

w i t h  r e g a r d  t o  large and t o  s m a l l  u t i l I t l c s .  I f ,  a s  C o n f e d c r a t e  Acrcs 

aI lcgcf i ,  jitdl!mc*nt dsrnngrs hlrvc h c r n  jnc lrrdcd I n  t h o  rntp-mnkfnfi trxpcnaca of 

a major u t i l i t y ,  thls t e s u l t c d  from o v e r s i g h t  and n o t  d i s c r i m i n a t i n n .  

C o n f e d e r a t e  Acrcs argues t h a t  wi thori t  recovery o f  t h e  judgment  

c x p e n s e s ,  i t  c a n n o t  m e e t  i t s  c u s t o m e r s '  nccds b e c a u s e  of I t s  f i n a n c i a l  

plight. T l i f s  j n  not a v n l j d  n r g t i m a a n t  for  r c q i i f r f n ) :  tIw r n t c p n y c r n  t o  

a b s o r b  t h e s e  u n r c a s o n a b l c  c o s t s  cniised hy l m t l i  paor p l n n n i n g  r i i i d  
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n e g l i g e n c e .  The Commission i s  o b l i g a t e d  t o  c o n s i d e r  t h e  f a i r n e s s  t o  a l l  

parties concerned and f i n d s  i t  i n a p p r o p r i a t e  t o  impose thcsc c x t r c m e l y  high 

charges on t h e  c u s t o m e r s .  many of whom w r c  pnrtics I n  t h r  l a w s i r i t ,  e l m p l y  

t o  b a i l  o u t  t h e  p r e s e n t  owners. I f  t h e  q u a l i t y  of s e r v i c e  d e c l i n e s ,  t he  

Cornmisaton may bc rrsquirod to take othcr legal r c m c d i r s  to rnsurc adcqi ia tc  

s e r v i c c  t o  t h e  c u s t o a e r s .  

Agency C o l l e c t i o n  Fee 

C o n f e d e r a t e  Acres p r o j e c t e d  c x p e n s c s  of $ 1 . 5 3 8  r e l a t ed  to the 

c o l l e c t i o n  of i t s  h i m o n t h l y  sewrr b i l l  by the L o u i s v i l l e  Water Company. 

T h e  Commission h a s  made nn a d j u s t m e n t  of $670 t o  incrcase this expense t o  

reflect  t h e  a p p o r t i o n m e n t  of t h e  j o i n t  s e r v i c e  cost of t h e  c o l l e c t i o n  

1 1  

a g e n c y  €or e a c h  b i m o n t h l y  b i l l  of the customer w h i c h  i n c l u d e s  t h e  c h a r g e  

for  b o t h  water and sewer s e r v l c e .  

Therefore, C o n f e d e r a t e  Acres' a d j u s t e d  o p e r a t i o n s  a t  t h r  end of t h e  

t e s t  period are as follows: 

Opc r a t  l n g  Rcvcnrlcs 
O p e r a t i n g  Expenses 
O p e r a t i n g  Income 
I n t e r e s t  Expense 
N c t  Incomc (Loss) 

Commi ssi on Commission 
Per Books A d j u s t m e n t s  Add us t c d  

$40 , 313 $ -0- $ 4 0 , 3 1 9  
37,193 1,388 38,581 

$ 3,126 S(1.33R) $ 1,738 
$ 6,544 .$ 1 , 2 9 7  S 7 , 8 4 1  
$(  3 (4 18) $ ( 2  ,he5) s ( 6 , 1 0 3  ) 

REVENUE REQUIIlEMEETT S 

T h e  Commission i s  of t h e  o p i n i o n  t h a t  C o n f e d e r a t e  Acres' a d j u s t e d  

o p e r a t i n R  l o s s  is u n f a i r ,  u n j u s t  and u n t e a s o n s b l e .  T h e  Commfssion i s  

further of t h e  opinion t h a t  an  o r c r a t i n g  r a t i o  of 88 p e r c e n t  l a  f a i r ,  j u s t  

and rc-nnnnnhlv I n  t h r i t  i t  w l  1 1  t i l l o w  f : t ) f t fvdt~raf.t*  Ac4rcati to m c * c u t  i t . a  
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o p e r a t i n g  c x p e n s c s ,  s e r v i c e  i t s  d e b t  and p r o v i d e  a r e a s o n a b l e  r e t u r n  t o  I t s  

s t o c k h o l d e r s .  T h e r e f o r e ,  t h e  Commission f i n d s  t h a t  C o n f e d c r a t e  Acres 

s h o u l d  be p e r m i t t e d  t o  i n c r e a s e  i t s  r a t e s  t o  produce an  incrcnsc  i n  a n n u a l  

r e v e n u e  of $12,947,12 which  i n c l u d c s  income t a x c s  of $1,393. 

UTIIER ISSUES 

Future Repairs  

C o n f e d e r a t e  Acres wishes t o  make cer ta in  major repairs t o  i t s  sewer 

s y s t e m  i n  t h e  n e a r  f u t u r e .  C o n f e d e r a t e  Acres p r o v i d e d  a list of t h e  needed 

equ ipmen t  t o t a l i n g  a p p r o x i m a t e l y  $10,670. Whi l e  t h c  Commission r e c o g n l z e s  

t h a t  these e x p e n d i t u r e s  may h e  n e c e s s a r y  i n  t h e  o p e r a t i o n  of  t h e  sewer 

s y s t e m .  C o n f c d c t s t c  Acree  h a s  n o t  o h t a i n c d  the a p p r o p r l a t c  f l n a n c l n j ? .  

T h e r e f o r e ,  t h e  Commission c a n n o t  provide  rcvcnue i n  this O r d e r  f o r  

f i n a n c i n g  t h e  p r o p o s e d  e x p e n d i t u r e s .  F u r t h e r ,  t h e  Cornnisslon a d v i s e s  

C o n f e d e r a t e  Acres t o  make a p p l i c a t j o n  f o r  a p p r o v a l  of s u c h  f i n a n c i n g  when 

t h e  a r r a n g e m e n t s  are comple t e .  

Repair  Parts I n v e n t o r y  

A r e v i e w  by the Commission of tnvo icce  issued by A l l e n  Devolopcre 

for repalr  work performed for C o n f e d e r a t e  A c r c s  shows t h a t  a mllcagc 

allowance of a p p r o x i m a t e l y  $25 j s  charged for each t r i p  madc to p i i r chasc  

rcplrf c p r r t u  l o r  t l w  ai'wt'r uyetc-m. T l w  Comm! srilon rrrommcntlR tlint 

C o n f e d c r a t e  Acres m a i n t a i n  a r c a s o n a b l c  s u p p l y  of nc.rdcd rcpai r p r e s  t o  

reduce t h i s  cost. w h i c h  could hccomr cxcr*Gsi vc. 

SUMMAKY 

The Commission, a f t e r  c o n s i d e r a t i o n  of t h c  cvldencc of r e c o r d  and 

being a d v i s c d .  is of t h e  o p l n i o n  and f i n d s  t h a t :  

- 9 -  



1. The rate proposed by Confederate  Acres would produce  rcvcnucs i n  

cxccss of t h e  revcnucs found rcasonahlc h e r c i n  and shou ld  be d e n i e d  upon 

a p p l i c a t i o n  of KRS 278.030. 

2. The rate in Appendix A is thc  f a i r ,  j u s t  and reasonable ratc to  

charge  for sewer service rendered  to  Confederate  Acres' 316 customers and 

s h o u l d  produce annual revenues o f  approx imate ly  $53 ,266 .  

3 .  Confederate  Acres has  on f i l e  w i t h  this Commission a valid t h i r d  

party h c n e f i c f a r y  agreement which was submft ted  i n  Case No. 7374. 

IT IS THEREFORE ORDERED t h a t  t h e  rate i n  Appendix h bc and i t  hereby 

is f i x e d  as t h e  f a i r ,  j u s t  and r e a s o n a b l c  ratc  of Confederate  Acres t o  

become e f f e c t i v e  for sewer service renderrad on and a f t c r  May 1,  1983. 

IT I S  FURITIiER ORDERED t h a t  t h e  r a t e  proposed by Confederate  Acres he 

and i t  hereby  i s  d e n i e d .  

IT I S  FURTHER ORDERED t h a t ,  w i t h i n  30 days of t h e  d a t c  of t h i s  

Order. Confedcrnec Acres s h a l l  f i l e  wl th  t h i s  Comrnisfiion its  t a r i f f  s h e c t s  

s e t t i n g  forth t h e  rate approved h e r e j n  and a copy  of i t s  r u l e s  and 

r c g u l a t l o n s  € o r  p r o v i d i n g  s e w e r  service. 

Done a t  F r a n k f o r t ,  Kentucky, this 2nd day of m y ,  1983. 

ATTEST : 

S e c r e t a r y  



F o o t n o t c s  

'Order c n t e i e d  J u n e  6 ,  1979, Cose No. 7374,  Appendix C. 

2CPI-kJ, June  1979:  216.9 
CPI-W, F e b r u a r y  1983: 292.3 
% Change - 34% 

3 T r a n s c r i p t  of E v i d c n c e  ( ' T . E . " ) ,  Janr ia ry  2 7 ,  1983, pages 57 and 5 8 .  

4 
I n v o i c e s  i n c l u d e d  i n  r e s p o n s e  t o  PSC O r d e r  d a t e d  Dcccmbcr 8, 1982: 

I n v o i c e  I n v o i c e  
O n t e  Numher Vendor Item cost  

770.00 16/14/81 12813 A l l e n  Developers S u b m e r s i b l e  Pump 
10/12/81  02752 Louisville Pump Co. Srihmcrsible Pump 624.75 

7 / 1 2 / 8 2  12804 Allen Dcvclopcrs Commj n u t c r  498.50 
7 / 1 2 / 8 2  8410 Custom Welding, Inc. Comminuter 381.50 

7 / z g / n 2  00546 Custom Welding, Lnc. Kotary Blow~r 592.00 

- 

7 / 2 9 / 8 2  12804 A 1  l c n  D e v e l o p e r s  Kotary nlower 525.00 

5$3,392 3 y e a r s  = $1,131. 

6Response t o  the C o r n i s s f o n ' s  O r d e r  f i l e d  J a n u a r y  3, 1983. 

Ca 1 cu 1 e t e d ti s i ng Con f e d e  r a t e A c r c s ' us e f u 1 
from t h e  d e p r e c i a t i o n  s c h e d u l e .  Response  t o  
J a n u a r y  3,  1983 .  

lives on a whole-life basis 
t h e  Commission 's  O r d e r  f i l e d  

8 ~ a  1 co I a t  i on : 
nook Amount E x c c ~ ~ s  Cnpscl t y * *  Ati;;;;;nt 

Deprcc i a t i on $ 6,411* 38.6% * 2 
P r o p e r t y  TRXCA 5 2  1 3H.fPZ L 2 101 

38 .6% 7 2 1 ,263  
$2,601 

I n t c r c s t  
T o t a l  

*PSC a d j u s t e d  book amount b a s e d  on t h e  w h o l e - l i f e  method of d e p r e c i a t i o n .  
**$61,930 ( A d d i t i o n s )  e $160,280 ( T o t a l  P l a n t )  = 38.6%. 

'T.E. ,  J a n u n r y  2 7 ,  1983, p a g e s  100 t h r o u g h  105. 

"Confcdcraee Acres Mmnorandum, f i l c d  F e h r u n r y  1 0 ,  1983,  pages 3 and 4 .  

"$1.72 X 67.71% X 316 X 6 $ 2 , 2 0 8  - $1,538 $670. 

'*$39,974 ? 88% - $ 4 5 , 4 2 5  + $7 ,841  - $40,319 - $ 1 2 , 9 4 7 .  



A P P E N D I X  A 

A P P E N D I X  T O  A N  OKDER O F  THE PUBLIC SERVICE 
COMMISSION I N  C A S E  NO. 8 7 1 9  D A T E D W Y  2, 1983 

T h e  f o l l o w i n g  r a t e  i s  p r e s c r i b e d  for customers 

eerved b y  Confederate A c r c s  S a n i t a r y  S e w c r  and D r a i n a g e  

System, Inc. A l l  o t h c r  r a t e s  a n d  c h a r g c s  n o t  s p e c i f i c a l l y  

mcntioncd h c t c i n  shall r e m a i n  t l ~ c  same  R S  thot lc  i n  c?Tfr?ct 

u n d e r  a u t h o r i t y  o f  t h c  C o m m i s s i o n  p r i o r  t o  t h e  c f f e c t i v c  d a t c  

of t h i s  O r d e r .  

Residential 

R A T E  ( m o n t h l y )  

$ 1 4 . 0 5  


